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Minerals Management Service, Interior § 203.47 

your royalty suspension supplement 
applies to the earliest subsequent pro-
duction of gas and oil from, or allo-
cated under an MMS-approved unit 
agreement to, your lease. 

(d) Unused royalty suspension supple-
ments transfer to a successor lessee 
and expire with the lease. 

(e) You may not apply the royalty 
suspension supplement allowed under 
§ 203.44 to production from any other 
lease, except for production allocated 
to your lease from an MMS-approved 
unit agreement. If your certified un-
successful well is on a lease subject to 
an MMS-approved unit agreement, the 
lessees of other leases in the unit may 
not apply any portion of the royalty 
suspension supplement for your lease 
to production from the other leases in 
the unit. 

(f) You must begin or resume paying 
royalties when cumulative gas and oil 
production from, or allocated under an 
MMS-approved unit agreement to, your 
lease (excluding any gas produced from 
qualified wells subject to a royalty sus-
pension volume allowed under § 203.41) 
reaches the applicable royalty suspen-
sion supplement. For the month in 
which the cumulative production 
reaches this royalty suspension supple-
ment, you owe royalties on the portion 
of gas or oil production that exceeds 
the amount of the royalty suspension 
supplement remaining at the beginning 
of that month. 

§ 203.46 What administrative steps do I 
take to obtain and use the royalty 
suspension supplement? 

(a) Before you start drilling a well on 
your lease targeted to a reservoir at 
least 18,000 feet TVD SS, you must no-
tify, in writing, the MMS Regional Su-
pervisor for Production and Develop-
ment of your intent to begin drilling 
operations and the depth of the target. 

(b) After drilling the well, you must 
provide the MMS Regional Supervisor 
for Production and Development with-
in 60 days after reaching the total 
depth in your well: 

(1) Information that allows MMS to 
confirm that you drilled a certified un-
successful well as defined under § 203.0, 
including: 

(i) Well log data, if your original well 
or sidetrack does not meet the 

producibility requirements of 30 CFR 
part 250, subpart A; or 

(ii) Well log, well test, seismic, and 
economic data, if your well does meet 
the producibility requirements of 30 
CFR part 250, subpart A; and 

(2) Information that allows MMS to 
confirm the size of the royalty suspen-
sion supplement for a sidetrack, in-
cluding sidetrack measured depth and 
supporting documentation. 

(c) If you commenced drilling a well 
that otherwise meets the criteria for a 
certified unsuccessful well on or after 
March 26, 2003, and finished it before 
May 3, 2004, provide the information in 
paragraph (b) of this section no later 
than August 3, 2004. 

[69 FR 3510, Jan. 26, 2004, as amended at 69 
FR 24054, Apr. 30, 2004] 

§ 203.47 Do I keep royalty relief if 
prices rise significantly? 

(a) You must pay royalties on all gas 
and oil production for which royalty 
suspension volume or royalty suspen-
sion supplement otherwise would be al-
lowed under §§ 203.40 through 203.46 for 
any calendar year when the average 
daily closing NYMEX natural gas price 
exceeds the threshold of $9.34 per 
MMBtu, adjusted annually after year 
2004 for inflation. The threshold price 
for any calendar year after 2004 is 
found by adjusting the threshold price 
in the previous year by the percentage 
that the implicit price deflator for the 
gross domestic product as published by 
the Department of Commerce changed 
during the calendar year. 

(b) You must pay any royalty due 
under this paragraph, plus late pay-
ment interest from the end of the 
month after the month of production 
until the date of payment under 30 CFR 
218.54, no later than 90 days after the 
end of the calendar year for which you 
owe royalty. 

(c) Production volumes on which you 
must pay royalty under this section 
count as part of your royalty suspen-
sion volumes and royalty suspension 
supplements. 
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